The purpose of this study is to examine the possible contributing factors associated with the emergence and growth of Chinese own brands in the grocery sector. This sector represents one of the most rapidly growing market segments in the country. The main method adopted in this qualitative study was in-depth interviews with a panel of sixteen Chinese retail experts using Shanghai, China as the geographic focus. Shanghai is appropriate because it leads China as a trend-setting location due to its economic activity with the West. A technique of thematic analysis was employed in the analysis. Four factors associated with the emergence and growth of Chinese grocery own brands have been identified. The results from the study are intended to offer guidance for future studies in the area of grocery own brand research in China and to build a basis for developing own brand strategy in the non-Western markets. The implications, limitations and directions of the study are also discussed. The study contributes to the literature for the own brand research portfolio in the emerging markets.
Literature review
The success of own brand strategy is evidenced by the major grocery retailers, such as Tesco and Sainsbury (UK), Carrefour (France), Aldi (Germany), Wal-Mart (USA) and Loblaw (Canada) (Burt &Mavrommatis, 2006; Pache, 2007) . Substantial research has been conducted and four possible reasons contributed to the emergence and fast growth of grocery own brands in the Western market have been identified: Concentration, competition, technology innovation and legislation. These reasons have explained why Western own brands have emerged and how they have rapidly developed during the last 20 years. The first reason is retailer concentration. For example, in the UK, four major retailers, i.e., Tesco, Sainsbury, ASDA and Morrison have controlled about two thirds of the total UK food retail market shares (Fearne et al., 2005; Mintel, 2005) which represents a concentrated market (Hollingsworth, 2004) while UK has the most advanced own brand model (Wileman&Jary, 1997) . Based on the literature, concentration is one of the most important factors that contributes to the development of own brands (Economist, 1995; Davies, 1998; Hughes, 1996; Cooper & Nelson, 2003; Dobson et al., 2003; AC Nielson, 2009 ). The retail concentration creates the incentives for the retailer to carry on own branded products (Tarzijan, 2003 (Tarzijan, , 2004 . Therefore there may be a linkage between retailers' concentration and own brand market shares (Wileman&Jary, 1997; Steenkamp&Dekimpe, 1997) as the retailers can realize the economy of scale to maintain lower costs due to their proportionately larger size (Davies, 1998; Hyman, Kopf & Lee, 2010) . However, controversies exist as some researchers have contended that market concentration is not always associated with the growth of retailer brand penetration (e.g., Baden-Fuller, 1984; Burt, 2000) . Thus, making the simple correlation between the growth of a retailer's market share and own brand penetration may be misleading (Burt, 2000; Dawson, 2001a, b) .
The second reason is the competition. Competition is the most fundamental and most complicated factor that directly stimulates the own brand emergence and growth. Developing an own brand strategy is the means to create differentiation and uniqueness, which is the key to winning the competition for all retailers (Corstjens, J., & Corstjens, M., 1995; Lui & Wang, 2008; Groznik & Heese, 2010) . There are three types of competition that affect the own brand development (Laaksonen, 1994) : The competition from manufactures' brands; from other retailer's brands, and from discounter's unknown labels. A prevalent view is that intense competition against national brands in retail marketing is the major reason, and specifically, the initial reason for the significant growth of the own brands (Burt & Sparks, 1994; Hoch, 1996; Cotterill et al., 2000; Burt, 2000; Dawson, 2001; McGoldrick, 2002 , Tarzijan, 2004 Business Insights, 2005; Amrouche&Zaccour; 2007) . This view holds that retailers develop own brands because own brands present a "formidable source" of competition with national brands (Hoch &Banerji, 1993) . Starting in the mid 1990s, the Western retailers, e.g., UK grocers began to enhance the premium own brand ranges, which most negatively and directly impacted the market share of manufacturers' brands (Nandan& Dickinson, 1994; Jonas & Roosen; 2005) . The competition among retailers is the second type related to own brand emergence and growth in the UK (Laaksonen, 1994; Hughes, 1996; Burt 2000) . Western retailers not only compete with national brands, but also against rival retailers' brands. Building differentiated brands from other retailers is the most effective weapon in competing against rival retail brands (Fernie & Pierrel, 1996; Burt, 2000; Ward et al., 2002; Verhoef, Nijssen, & Sloot., 2002; Colla& Dupuis, 2002; Ailawadi & Harlam, 2004) . The third type of competition with own brands comes from the discounters. These emerging discount stores, e.g., Aldi, Netto, and Lidl, represent a certain degree of threat to major grocery chains (Laaksonen, 1994; Business Insights, 2003) as they have made considerable progress in the Western grocery market (Hogarth-Scott & Rice, 1994; Laaksonen, 1994; Burt, 2000) . Therefore, in the middle 1990s, the UK own brand strategy refocused on building discount brands by taking a more price-conscious approach in order to compete with discounters (Corstjens, & Corstjens, J., 1995; Hughes, 1996; Corstjens & Lal, 2000) . As a result, the Western retailers, e.g., UK retailers accordingly improved their value-line products as the low-end of their existing own brand range, which primarily aimed at discounters.
The third reason is technology innovation. The introduction of the new channels like DTC selling for manufacturers and new data collection mechanisms, such as radio-frequency identification (RFID) technology have the significant influence on the retailing innovation and the production of own brands (Larson et al. 2005; Hui, Fader & Bradlow, 2009a, b) . Especially in the food industry, technology has a large impact on grocery retail products as technology continues to enhance the retailers' innovative ability, which has directly accelerated the pace of retailer own brand development (Omar, 1995; Dawson, 1999; Keynote, 2003; Tarzijan, 2003) . Technology strengthens the grocery retailers' capabilities to produce more sophisticated products, which have previously been dominated by the manufacturers (Omar, 1994) . Technology has changed the own brand status from the unsophisticated and lower quality alternatives to the sophisticated products (Burt & Davis 1999; Veloutsou, Gioulistanis, & Moutinho, 2004) . Technology and innovation narrow the gap between own brands and national brands for quality, sophistication and responsiveness to the rapidly changing consumer needs (Veloutsou et al., 2004; Consuegra, 2006; Francis, 2009 ).
The fourth reason is related to legislation. Changes in the legal system have also direct influence on manufacturer-retailer relationship (Horng& Chen, 2007; Ailawadi, et al., 2010) . It is very relevant to own brand emergence and growth. This is especially a case in the UK where the legal system has favored to retailers (Bhasin et al., 1995) . In the UK, legislation does not constrain major grocery chains; therefore, these retailers are allowed more autonomy in their operations, including the own brand process (Hughes, 1996) . Under British law, UK retailers can gain three advantages during the process of building retailers' brands: Protect themselves from manufacturers, defend themselves against accusations of imitating national brands, and preserve their own interests over the consumers (Hughes, 1996; Marsden & Wrigley, 1996) . Thus, the retailers have been in a position to control and monitor the whole process of own brand production (Collins & Burt, 2003) . The extant studies have explained the possible factors associated with the grocery own brand emergence and growth in the Western market which has provided the guideline for further investigation.
Methodology
The objective of this study is to examine the perceptions from retail experts on the causes of Chinese own brand emergence and growth. The research question sought was: Why have Chinese own brands emerged and grown? A qualitative design is selected as we address the question of "why", a qualitative approach usually serves well (Yin, 1994; Daymon, & Holloway, 2004 ) while the statistical model may not be applicable (Omar, 1996) .
The main research method in this qualitative study is the semi-structured interviews with a group of retail experts as the aim of this type of the interviews is to gain the perspectives of the interviewees so that the investigated topics could be explored (Daymon& Holloway, 2004) . The interviewees include the senior managers and consultants as well as a selection of Chinese professors. A panel of 16 retail experts was interviewed. Ten of them were senior managers from the six top chain stores with variety of ownerships. The selection of these six retail chains was based on the recommendation made by the Secretary of the Shanghai Chain Store Association. Three senior consultants chosen in grocery sector were interviewed as they were highly recommended by the executives interviewed. These consultants have been constantly working with the top retailers to develop retail marketing strategy; including building Chinese own brands. The list of three professors was composed by the author through surveying Chinese literature via a key academia search engine; i.e., "QingHuaTongfang" provided by a research university in Shanghai. All of these professors have a high research profile and are well-known scholars in China. They have been conducting marketing research for over two decades. Some of their studies are in the field of retailing management and own brand strategy. In China, retailing study is under the department of marketing for most of the universities and the research in Chinese own brands is still very limited (P1, P2 and P3). Table 1 presents the participants of the interviews.
The language employed during the interviews mainly was Mandarin, the official language in China. Shanghainese, a dialect of China, was used when conducting interview with a senior consultant who preferred to use Shanghainese to express his opinions. English was also considerably employed during the interviews with the professors when discussing some theoretical concepts as two of these professors received their PhDs from US universities and the other one has solid English language skills.
Both off-site and on-site note taking methods were used as some informants were uncomfortable with the note-taking during the interview. Especially for the interviews with the senior managers, verbatim note-taking was strongly discouraged. Interview notes were taken initially in Chinese, which later were translated into English. The interviews with the managers were conducted in their offices and local restaurants. The interviews with the consultants and professors were in their offices. An average interview time was around 45 minutes.
Data analysis were performed, including three phases in employing thematic analysis (Boyatzis, 1998): First, the themes were developed from the raw data of the informants by taking inductive approach, categorizing the codes in comparing to the prior research findings; i.e., four reasons of own brand emergence and growth in the Western market. Second, new categories of the codes were created, which were not matched with the existing themes. Third, the internal validity and external validity of coding was examined. The former was achieved by the member checking process carried out at the end of each interview. The latter was completed by inviting two experienced researchers to review the results to ensure the transferability of the coding.
In order to ensure the quality of the field-note translation, a back-translation method was implemented via language software translation and consultation with an English professor in Shanghai. It must be mentioned that anonymity was required by all the interviewees, which made it difficult to use direct quotes in this study.
Findings and discussions
During the examination of the factors related to the Western own brand emergence and growth, four reasons have been identified: Competition, concentration, legislation and technology. Although there are some similarities, the factors in China's market are very different from the ones in the Western markets, such as UK, discussed above. These differences can also support the contention that the factors leading to own brand emergence and growth can vary in the different markets. Based on the data from the interviews with the Chinese retail experts, four types of factors have been revealed: Competition, weak presence of the domestic brands, supermarket expansion and foreign retailer influence.
Findings
The first factor is competition. In the Western market, three types of competition exist: The competition between the manufacturers and retailers; between the discounters and retailers and among the retailers. The primary competition for the Western grocery sector is between the retailers and the manufacturers' brands (Hoch, 1996; Wileman & Jary, 1997 , Cotterill et al., 2000 Burt, 2000; Dawson, 2001; McGoldrick, 2002; Keynote, 2003; Jonas & Roosen; 2005.) . In contrast, unlike the Western retailers, the main competition in China exists among the retailers themselves (R3, R5, R7, R8; C1, C2, P2 and P3). The other two types of competition, i.e., between retailer and manufacturers brands (i.e., international and national brands) and between retailer and tertiary brands (i.e., third or fourth tiered products) have not been a threat to Chinese retailers (R2, C3). Therefore, the competition among the retailers is the main cause to develop own brands in China (R1, C2) while developing own brands may be a strategy to gain retailer differentiation.
The second factor is the weak presence of the domestic brands. After the open door policy in the Chinese retail market, international brands were introduced to the Chinese consumers (C2). However the domestic brands are still the main products in the market. In China's markets, international brands usually have a better reputation than domestic brands (R3, R6, R7, R10). This is partly due to the country of origin effect, but the weak presence of domestic brands is the main cause. This situation means that fewer national brands are available and unstable or lower quality in tertiary brands (R1, R9, C3, and P2). Although currently retailers coexist with tertiary brands, these brands will be eventually replaced by own brands because the latter do not have the bargaining power over retailers (R3, R8).
The third factor is the expansion of the supermarkets. The expansion of supermarkets is one of the most important factors resulting in Chinese own brand emergence and growth (R1, R9). The expansion can be measured by two dimensions: The size or the units of the supermarkets and the sales revenue from the supermarkets (R2, R6, P3). Expanding the scope of the distribution (i.e., bigger store size or more store units) and increasing the level of the sales revenue could augment the retailer bargaining power with the own brand suppliers and investment capability in own brand production (R4, R 5 and C1). Based on the statistical data shown on Tables 2 and 3, the positive correlation between expansion and revenue is presented. The tables show that the more units the chain has, the more revenue the firm makes with the exception of 2007.
The fourth factor is the influence of foreign retailers. Foreign retailers have a direct impact on Chinese own brand's emergence and growth. From the 1970s, building own brands as one of the retailing marketing strategies has been successfully practiced in Western countries; especially in France and the UK. It has been evident that the own brand strategy could improve the profit margin and achieve a differentiation advantage. Since 1992, the Chinese retailing sector started to open its doors to foreign retailers (Chen, 2004; Li & Fung Research Center, 2006) . Internationally well-known retailers, such as Carrefour, Metro, and RT-Mart entered the Chinese retailing market (R1, R2, R9, R3, R8, R10, C1, C2, C3, P1, P2, P3). The foreign retailers have not only brought new retail formats into the Chinese market, but also introduced its management system to Chinese retail firms (P1).
Discussions
In the Chinese grocery sector, there are three types of competition. See Figure 1 . In comparison to the Western market, international and national brands in China have absolute advantages over Chinese retailer brands. The technology level of national/international brands is very high built over years of innovation and improvement (C1, R2). It is unlikely to see an increase in Chinese own brands to such a high level in a short period of time. The director of an international consulting firm (C3) stressed that in the Western countries, the main competitors of own brands were national brand manufacturers. In contrast, in China in the next five to ten years, own brands would not be strong enough to compete with these international and national brands due to the challenge of technology, such as a lack of R&D support for technology-based innovation (R2, C3). Retailers' own brands will stay in a market position, which is much below the international and national brands for a considerable period of time (R8, C1, C2). For example, the international brand Coca-Cola and national brand Qingdao beer would not be challenged by the retailers' own brands (C2 and C3). In addition to the technology part of the difficulties, other reasons, such as economic status and cultural influences are also attributes hindering the penetration of the retailers' own brands.
The increase of economic status in China has influenced the consumer consumption pattern. Chinese consumers are willing to pay a higher price in order to purchase better quality products. The name brand products tend to satisfy this specific consumer requirement. Therefore, the brand consciousness has accordingly been enhanced due to the financial improvements in the consumer base. Based on the Shanghai statistical yearbook 2005, the average earnings of Shanghai employees have significantly increased over the last two decades. In 1990, the average annual income of Shanghai urban employees was 2,917 yuan, but in 2004, it increased to 24,398 yuan, which constitutes an approximately eight-fold increase from 1990 to 2004.
Strong brand consciousness has resulted in Chinese consumers purchasing international and national brands over own brands and tertiary brands. Chinese consumers have the highest brand consciousness in the world as stated by a senior manager (R1). Having a higher level of brand consciousness is a part of Chinese cultural characteristics and it is not an individual preference. Chinese consumers would pay a higher price to purchase name-branded products. The manager of a supermarket (R3) also stated that one of the best selling products in the supermarket was Coca-Cola even though its price is much higher than that of own brands or tertiary brands.
At the other end of the brand spectrum is the discounter, which is a very new retail format in China. It has not been accepted by the majority of Chinese consumers. The first discounter chain in China, Dia, opened its first four Shanghai stores in July of 2003. About 50% of the goods in the store were own labeled products sold at an average 20% to 40% lower price than that of manufacturers' brands (CCFA, 2006; R10) . Some products were priced at 50% below that of the national brands (R10). Based on the report in 2006 from China Chain Franchising Association (CCFA, 2006) , the sales data from Dia was not positive. The main reason for its losses was due to the resistance to the discounter's format by Shanghai consumers (CCFA, 2006) . Especially, its own labeled products have not been appreciated by the consumers even though the prices are well below the national brands and lower than most of the other own brands in the retailers' chains (R7, R8, R9; C1, C2 and C3). Based on the current performance, the discounters' own labeled products have not created a threat to supermarket own brands. Chinese consumers tend to favor supermarket own brands over the discounter's labels (C1, C3). Therefore, it is unlikely that discounters, like the manufactures, will present a major competition to supermarkets' own brands in the next decade (R1, R2, R10, C2).
The interview data indicated that the major competition was the one among the retailers' own brands (R3, C1). The competition among the retailers can be further divided into three sub-groups: The competition between international and Chinese retailers; the competition among international retailers, and the competition among Chinese retailers. Based on the investigation conducted in Shanghai, the competition between international and Chinese retailers created the main threat for both types of Chinese retailers (C2, P1). Own brands may serve as differentiation agent which could attract the customers to buy their products rather than their competitors' (R6, R7). Thus, the competition between the retailers may be the main reason for the appearance of own brands in a non-Western market (C1, P1, P2, P3).
In addition, there was a special type of competition, i.e. the competition between retailers and tertiary suppliers. The tertiary manufactures' products neither have the cost advantage nor quality reputation. The retailers were not going to compete with them, rather, replace them (R6, R9). Retailers' own brands can gain the cost advantage which permits the retailers to set a lower price while keep the quality assured because retailers have the direct control on own brand production (R9, R10). In a sense, these tertiary brands have created the opportunity for Chinese retailers to fill out the gap between international/national brands and discounters (C1 C2 C3). This leads to addressing the second factor: Why the weak presence of domestic brands has provided the market condition for Chinese retailers to start own brand development? The strong presence of national brands in the Western market has stimulated own brand development in order to compete with the national brands. Yet, the weak presence of domestic brands in China's market has motivated Chinese retailers to search for new sources of competitive advantage in order to compete with other retailers. To an extent, this phenomenon has given Chinese retailers an opportunity to start their own brands.
Chinese supermarkets have grown exponentially over the last decade, especially in Shanghai. These developments have been demonstrated via two aspects: The scope of distribution and the scale of the firm. The former is seen by an increase in the number of the retailer outlets and workers employed while the latter is supported by the improvement of the revenue growth. The increased retail outlets have provided advantages for promoting own brand products as in-store promotion is the main method for selling products, especially in China's market (Song, 2003) . The expansion is another factor associated with Chinese own brand as it affects the sales volumes. During the discussion with retailers regarding the influence of the retailer growth on the retail sales, the VPs of the chains (R1, R2) provided the following observation: The greater a market share a retailer has, the easier it is for the supermarket to generate own brands' revenue (R10, C2). Expansion may also enhance the retailer's bargaining power with suppliers. The Chinese retailers have advantages in negotiating with potential own brand suppliers due to the supermarket expansion; which places the Chinese retailers in a dominant position. Therefore Chinese retailers have an opportunity to set higher requirements for the supplier, command a higher level of specification and better terms for their own brand products. For example, in order to secure the quality of the own brand products, some chains have contracted with many experienced suppliers who support their own brands with very competitive prices (R7 and R8). Expansion may positively affect the capital investment on own brands. The increase of supermarket units and sizes are positively correlated to the increase of revenues. To an extent, revenue is the key source of capital for own brand investment (R3, R9, R10, C2). The retailers (R1, R4, R8) stressed repeatedly that capital could not promise the success of own brand development, but without it, building own brands could not even be considered. Hence, the expansion of the size of the supermarkets provides the favorable condition for Chinese own brands emergence and growth.
The entry of foreign retailers has the significant impact on Chinese own brands with their foreign retailing influence. Two types of influence are presented: Managerial influence and conceptual influence. Many foreign retailers have adapted their home own brand strategies to Chinese market, for example, Carrefour's own brands, Metro's Qijian, and Auchan's Big Thumb. The foreign practice of building own brand strategy has directly promoted Chinese retailers to experiment with own brands (Interviews, P3 and C2). Although foreign own brand strategy may not be fully comprehended by Chinese retailers, the approach of building own brands is accepted by Chinese retailers. Conceptual influence changes the ways of retail tradition in China. The introduction of the new retail formats and consumption concepts from the foreign retailers has the revolutionary impact on the Chinese retail industry. The foreign retailers have driven the competition in Chinese retailing market to the next level, which has encouraged the Chinese retailers to rethink what would be the preferred competitive strategies to win over the competition, including developing own brands, which may be the most efficient and effective way to gain a competitive advantage (C1, C2, C3). The influence of foreign retailers is very relevant to the introduction of Chinese own brands as it has transferred the capability of producing own brands to Chinese retailers (P1, P2, P3, C3).
Conclusion
The study has revealed the possible contributing factors which explain why own brands emerged and grown in the Chinese grocery sector. These factors can be further divided into four categories: Retailer competition, the weak presence of domestic brands, supermarket expansion and foreign retailer influence. The factors discussed have created the environment and condition enabling retailers to cultivate their own brands.
Although this study is qualitative in nature, its findings do suggest a number of international and managerial implications that Western and Chinese retailers might consider when developing Chinese own brand products. First, since the factors of own brand emergence and growth are significantly different between Western and Chinese markets; the adaptation of the own brand Western strategy may be a preferred approach in a non-Western market.
Second, some of the factors that are relevant to own brands in the Western markets may not be necessary to a non-Western market. For example, retailer concentration is generally believed to be the critical factor for building strong own brands in the Western markets (Hughes, 1996; Wileman & Jary, 1997) . The Chinese grocery sector is fragmented rather than concentrated (Hsu & Lai, 2008) but the own brands have emerged and grown. Therefore, retailer concentration may not be the necessary condition for own brands emergence and growth in a non-Western market.
Third, technology-based innovation plays a major role in Western own brand development, while most innovation in China is resource-based. This supports the theory that competitive advantage can be achieved through the firms' resources (Hunt, 2000) .
Fourth, a favorable legal system protects the Western retailers while China appears to have no specific laws to support retailers. Therefore, the legal system may influence own brand development, but it may not be critical to its advent.
Fifth, the failure of discounters' labels indicates that a pure low price strategy seems not to function well in China's market. Hence, other strategic approaches, such as a mid-range pricing position may be a better solution under certain circumstances.
Finally, the factors examined in this study are very China-specific; therefore, it could be the case that the contributing factors in non-Western markets may be country specific. The localization model may be appropriate versus globalization model in own brand strategy development for the non-Western retailers.
This study has several limitations. First, a single case design from one market, i.e., Shanghai, may produce incomplete results; therefore, multiple case designs may be considered for future study. Secondly, although the interviewees have been chosen from the different chains, the interviews conducted were limited to Chinese retail experts, which may lead to biased opinions; hence, the interviews from foreign retail experts may be necessary for further exploration. Finally, a larger size of sample may be selected as the non-Western countries have diverse markets. Thus, more investigations in other non-Western markets are highly recommended. The research question of how these factors affects the emergence and growth of Chinese own brands remains to be tested. More studies, including a quantitative approach, are suggested in order to explore other possible unknown factors which is the necessity to complete the research portfolio on own brand development in a non-Western market. 
